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[The author is a staff writer for the International Weekly Edition of the Gazeta Mercantil, a Sao
Paulo-based financial newspaper.]
On March 20, five days after three deadly explosions crippled the world's largest oil platform in the
oil-rich Bacia de Campos off the northern coastline of Rio de Janeiro state, the platform sank into
the sea. Technicians from state-owned oil giant Petroleo Brasileiro (PETROBRAS) had been unable
to save it. The accident at the P-36 rig, which took the lives of 11 workers, is the latest in a string
of incidents involving the oil giant since last year. Brazil's largest company last caught the world's
attention when it spilled 4 million liters of crude oil into the Barigui River, a tributary of the Iguacu
River, on July 16, 2000 (see Notisur, 2000-07-28).
Earlier, on January 18, 2000, 3.8 million liters of crude oil leaked into Guanabara Bay near Rio de
Janeiro (see NotiSur, 2000-02-04). In the latest accident, technicians were able to limit spillage to
7,000 liters of the 1.5 million liters of diesel fuel stored in on-board tanks. Two days after the oil rig
capsized and sank to the bottom of the sea, oil workers went on a nationwide strike, paralyzing
the company's production. They demanded better working conditions and an end to company
downsizing, which they claim is the cause in the recent string of accidents. Specialists also highlight
PETROBRAS' drive to boost production, which has diverted attention from safety operations.

Company knew of platform's defects before the accident
The first explosion happened in one of P-36's supporting columns on the morning of March 15.
Fatalities occurred when firefighters, sent to put out the flames from the first detonation, were
caught by a second and larger explosion that ignited minutes later. Of the 175 people on the
platform, one died instantly, another received burns over 98% of his body and died a few days later,
and nine were reported missing.
PETROBRAS said it would conclude its investigation by the end of the month, but company
bulletins had come out three days before the incident warning of defects in the platform's exhaust
system. "The suspicion is that, with the exhaust duct plugged up, natural gas could not exit, thereby
increasing pressure and causing the explosion," said Segen Stefen, director of postgraduate
engineering programs at the Universidade Federal do Rio de Janeiro. The decision not to stop
production to replace malfunctioning parts has been widely criticized.
"PETROBRAS should have stopped production at the platform on March 12 as soon as it knew there
were any risks, which would have avoided the victims' deaths, the environmental disaster from an
oil spill, and the sinking of the platform," said Delcio Rodrigues, director of Greenpeace in Brazil.
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Both President Fernando Henrique Cardoso and Jose Jorge, the new minister of mines and energy,
called for an investigation and the punishment of those responsible, but they defended company
president Henri Philippe Reichstul.
"PETROBRAS needs to find out if there was negligence in operating platform P-36, but the
president of the company can't be considered responsible for the accident based on a report
that came to him a few days afterwards," said Jorge. Putting profits before people PETROBRAS,
named the fourteenth-largest oil company in the world by Petroleum Weekly, has gone through
tremendous changes during the past decade. Three years ago, its monopoly of the country's
oil market came to an end, and managers have been forced to make the company profitable.
"PETROBRAS had to change or sink," said company president Reichstul, referring to the need to
become more competitive to survive alongside consolidating giants like BP Amoco.
Average output has jumped from 617,000 barrels per day in 1989 to 1.271 million bpd last year
when PETROBRAS posted a US$5.05 billion profit. "The US$50 million that will not come into the
company's coffers each month [from P-36] represents very little when you consider our annual
revenue of US$27 billion," said Ronnie Vaz Moreira, PETROBRAS' chief financial officer.
Labor unions, however, believe this and previous accidents stem from the company's downsizing
and the government's neoliberal economic policies. The number of workers at PETROBRAS has
fallen from a high of 62,000 in 1990 to only 34,100 today. "Many subcontracted workers are being
used who do not have the same loyalty to the company and are not as prepared as the expert
professionals who were laid off," said Fernando Carvalho, president of the Federacao Unico dos
Petroleiros (FUPE).
Since 1998, 95 work-related deaths have occurred at the company an average of one death every 12.4
days. Moreover, fatalities are more common among PETROBRAS' 41,000 subcontracted workers. In
1999 and 2000, 39 of the 44 deaths were subcontracted workers, according to FUPE. The construction
of the P-36 deep-sea platform is illustrative of PETROBRAS' "modern" supply chain.
Originally built in Italy, the rig with a 180,000-bpd capacity had to go through modifications to drill
for oil at depths of 1,800 meters. Navegacao Maritima was subcontracted to make the adaptations,
but because of a backlog of projects, the firm hired additional partners. In the end, the operation
was delayed four months, and the total price tag reached US$500 million for the 119-meter high
monstrosity that weighed 31,100 tons.

Unionist blames engineering and design flaws
"Because of the [natural gas] burner, the temperature of the deck at times reached 80 degrees
celsius, which was against company norms," said engineer Argemiro Pertence, director of the
Associacao dos Engenheiros da Petrobras. Company officials deny this. "There were no defects
in the project," said Carlos Tedeu, exploration and production manager of the southeast region.
"We followed all the work of Maritima. We sent qualified technicians to monitor all phases of the
project."
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Strategic interests inhibit company change
Even though Brazil has opened up its oil sector to foreign competition, PETROBRAS continues to
dominate the market and plays a key role in the government's goal to be self-sufficient in oil by
2005. The loss of P-36's production of 80,000 bpd, with a value of US$50 million, will put a dent in
these plans and place more pressure on the country's trade deficit. Last year, high oil prices on the
international market dashed the government's hopes of posting a trade surplus.
"The company is defending production at whatever cost to meet production targets," said
Greenpeace's Rodrigues. Adriano Pires Rodrigues, an analyst at Universidade Federal do Rio
de Janeiro, concurs that PETROBRAS' priorities reflect pressures to boost output. "Investments
have been allocated with 70% going for production and 30% for all other areas," he said. Despite
recurring accidents and US$113 million in federal and state environmental fines last year, the
company has been slow to change.
The latest explosion and oil spills might have been avoided had the oil giant created an Internal
Commission for Accident Prevention, as judicial decisions have mandated. Along with calling for
rehiring laid-off workers, labor unions are demanding representation on investigating bodies. In the
past, however, the company has used its muscle to escape accountability. PETROBRAS has yet to
pay US$145 million in fines owed environmental-enforcement agencies. While most firms negotiate
and pay fines in installments, "PETROBRAS prefers to use its firepower and high-caliber lawyers
and ends up paying nothing," said Ricardo Tripoli of the Secretaria do Meio Ambiente of Sao Paulo
state.
Substantial changes in PETROBRAS will only come about if civil society exerts enough pressure to
force the government to enact reforms in the company.

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 3 of 3

